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Spain Becomes Member of Fund and Bank 


Spain became a member of the International Mone- 
tary Fund and the International Bank for Reconstruc- 
tion and Development on September 15 when the 
Articles of Agreement of these institutions were signed 
in Washington on behalf of the Government of Spain 
by Sefior Don Jaime Alba, Minister Plenipotentiary, 
Chargé d’Affaires of Spain in Washington. 

The quota of Spain in the International Monetary 
Fund is $100 million, and its subscription to the capital 
stock of the Bank is 1,000 shares with a total par value 


The World Bank has approved a loan equivalent to 
US$85 million to India to help meet the foreign exchange 
costs of a program to improve and expand the Indian 
Railways, an important part of India’s Second Five- 
Year Plan. The First Pennsylvania Banking and Trust 
Company, of Philadelphia, will participate in the loan, 
without the World Bank’s guarantee, to the extent of 
$500,000, representing parts of the first five maturities 
which fall due between January 15, 1963 and Janu- 
ary 15, 1965. 

The Bank’s loan will help pay part of the cost of 
rolling stock, locomotives, and other equipment required 
for the expansion program, and it will meet a large part 
of the payments already made or to be made for such 
equipment during 1958 and the first quarter of 1959. 
The loan should be completely disbursed by the end 
of March 1959. By that time, it is expected that $15 
million will have been disbursed from the Bank’s $25 
million loan for electric power development in the 
Damodar Valley (see this News Survey, Vol. XI, p. 25). 
As a result, the equivalent of some $100 million, over 
and above disbursements on earlier Bank loans, will be 
made available to India by the Bank during the remain- 
der of India’s current fiscal year. This constitutes the 
Bank’s part in arrangements recently discussed by the 
Bank with representatives of the Governments of Can- 
ada, Germany, Japan, the United Kingdom, and the 
United States for covering India’s additional foreign 


Loans to India 


of $100 million. Sixty-seven nations are now members 
of the Fund and Bank. Admission of Spain brought the 
total of members’ quotas in the Fund to $9,188,000,000. 
The total subscribed capital of the Bank is now 
$9,505 ,400,000. 


Source: International Monetary Fund and Interna- 
tional Bank for Reconstruction and Develop- 
ment, Joint Press Release, Washington, D.C., 
September 15, 1958. 


exchange requirements of $350 million during this 
period. 

The loan will be for 20 years and will bear interest of 
5% per cent including the 1 per cent commission which 
is allocated to the Bank’s Special Reserve. Amortization 
will begin January 15, 1963. This will bring the total 
amount of loans which the Bank has made to India, net 
of cancellations, to $507 million; the net amount held 
by the Bank, after allowing for repayments and amounts 
sold to third parties, is $450 million. 

The U.S. Government has also announced an agree- 
ment to provide economic assistance to India in the 
amount of $303 million during the remainder of the 
U.S. fiscal year ending June 1959, and the United 
Kingdom has agreed to make available to India nearly 
£40 million prior to March 31, 1959 (see this News 
Survey, Vol. XI, p. 77). The U.K. assistance will be 
on a government-to-government basis, through the 
Export Credits Guarantee Department, under Section 3 
of the Export Guarantees Act, and will largely cover 
previous commitments. The rate of interest and repay- 
ment terms have yet to be determined. 

Sources: International Bank for Reconstruction and 
Development, Press Release, September 12, 
1958, and Department of State, Press Re- 
lease, September 9, 1958, Washington, D.C.; 
The Economist, London, England, Septem- 
ber 6, 1958. 





Europe 
Developments in U.K. Banking 


Further announcements of British bank participation 
in hire-purchase financing (see this News Survey, 


Vol. XI, pp. 34 and 67) mean that all but one of the 
eleven clearing banks will have a direct interest in hire- 
purchase finance companies. Of the English banks, two 
of the associations (those with the Midland and the 
National Provincial) provide for wholly owned sub- 
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sidiaries and the remainder for a minority interest, 
though Lloyds Bank is likely to have a majority interest 
in two houses through its association with the proposed 
National Commercial Bank of Scotland. These schemes 
embrace nine of the twelve members of the Finance 
Houses’ Association; of the remaining members, two 
already have connections with merchant banks. 

In addition to this participation in hire-purchase 
financing, certain British banks have announced a new 
service of personal loans. The loans will be provided 
for personal and professional customers (and in some 
cases also for small businesses) to finance “exceptional 
nonrecurring” expenditure, including not only durable 
goods but also house repairs and redecoration. Loans 
may be for any amount up to £500 and will be repay- 
able by equal installments. Interest will be at 5 per cent 
on the total of the loan for the whole period, which is 
equivalent to 9 per cent on the diminishing balance. 


Source: The Economist, London, England, August 30, 
1958. 


Retail Trade in the United Kingdom 

The volume of retail trade in the United Kingdom 
rose by 3 per cent in July, the first significant rise this 
year. In each of the first seven months of this year, the 
value of sales was higher than in the corresponding 
month in 1957, but throughout the first half of the 
year this had simply reflected higher prices. By July, 
average retail prices were about the same as in 
July 1957. 

Retail sales were quiet in the first half of 1958 not 
merely because prices were rising. An equally impor- 
tant reason was that consumers spent more on other 
items, particularly housing, fuel and light, and motoring. 
Source: The Times, London, England, September 9, 

1958. 


Irish Balance of Payments 

For the year ended July 1958, Ireland’s imports 
exceeded exports by £58.1 million, almost £10 million 
more than last year. During this period, imports rose 
by over £18 million, or more than 10 per cent, while 
exports increased by £8.5 million, or 7/2 per cent. 

The net surplus for invisibles averages £60 million 
annually, and over-all external payments continue to 
show a small surplus. However, a continuation of 
current trends could lead to a small deficit for 1958 in 
over-all external payments. 


Source: The Financial Times, London, England, Au- 
gust 28, 1958. 


Danish State Loan in United States 

At the suggestion of the International Bank for 
Reconstruction and Development, to which Denmark 
had applied for a loan to finance electric power develop- 


ment and the purchase of diesel locomotives for the 
state railways, the Danish Finance Ministry proposes, 
subject to parliamentary approval, to offer a loan for 
public subscription on the New York capital market. 
The Ministry has already entered into an agreement 
with six U.S. banks, representatives of which are to 
visit Copenhagen in September to discuss the question. 

Denmark’s bond debt to the United States at present 
amounts to $2.1 million, representing the outstanding 
part of the Mortgage Bank's dollar loan of $5.3 million 
taken up in 1927. This loan bears interest at 5 per cent 
and matures in 1972. The last of the State’s dollar 
loans, the 4% per cent loan of 1928 for $55 million, 
will have been paid off by October 15 this year; the 
installments due for 1960, 1961, and 1962 have been 
already discharged by purchases of bonds. In May, 
the outstanding liability on this loan was $3.8 million. 


Source: Bérsen, Copenhagen, Denmark, August 26, 
1958. 


End of Dividend Limitation in Denmark 

The law imposing limitations on dividends in Den- 
mark, which had covered the year September 1, 1957 
to August 31, 1958, has not been renewed. The object 
of the law was to restrict dividends to the amounts 
declared for the previous year less 10 per cent. The 
expectation was that it would limit dividend payments 
by about DKr 20 million, thus increasing the funds in 
the hands of the companies for investment. However, 
companies have found that the small sums which might 
otherwise have been paid out in dividends have had no 
influence on their investment plans. 


Source: Norges Handels og Sj@fartstidende, Oslo, Nor- 
way, August 27, 1958. 


Credit Policy in Norway 

The Bank of Norway has issued a supplement to its 
official directive for credit policy in 1958 (see this 
News Survey, Vol. X, p. 244), since the employment 
situation during the winter months may warrant a 
different view of certain credit needs. The supplement 
applies to the financing of export credits and the accu- 
mulation of inventories of domestically produced goods, 
in order to help maintain production during temporary 
periods of sales difficulties. It is pointed out that it 
would be of great importance if banks, through the 
granting of credit, could contribute to the avoidance 
of any increase in the seasonal winter unemployment 
caused by the curtailment of production. The supple- 
ment insists that the banks should continue to be cau- 
tious in granting credit, but at the same time states that 
the purpose of the official directive is not to limit normal 
credits that are necessary for current production. 


Source: Norges Handels og Sj¢fartstidende, Oslo, Nor- 
way, September 4, 1958. 
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Norwegian Dollar Bond Issue 

The Norwegian Government has filed with the U.S. 
Securities and Exchange Commission a registration 
statement covering a proposed $15 million offering of 
15-year external loan bonds on the New York market. 
The registration statement points out that the proceeds 
of the loan will be added to Norway’s foreign exchange 
reserves and used to import machinery and equipment 
necessary for the development of the Norwegian econ- 
omy. This will be the third time since World War II 
that the Norwegian Government has raised new capital 
in the public money markets abroad. 


Sources: Norges Handels og Sjéfartstidende, Oslo, Nor- 
way, September 6, 1958; The Journal of 
Commerce, New York, N.Y., September 8, 
1958. 


Swedish Farmers’ Loan Societies 

Reorganization of the Swedish Agricultural Credit 
Bank was approved on July 1. The banking section of 
its business has been passed to the Bank for Agricul- 
ture, and its other functions have been transferred to 
the Swedish Association of Farmers’ Loan Societies. 
This marks the end of an important stage in the history 
of the farmers’ loan society movement. The Agricul- 
tural Credit Bank, the first national organization of the 
movement, was formed in 1930. In the early 1930's, 
the number of members of the farmers’ loan societies 
was about 14,000; they now total nearly 170,000. The 
number of agricultural organizations associated with 
the movement has also grown—from 9 farmers’ busi- 
ness associations in 1930 to over 600. The lending 
operations of the societies have increased from about 
SKr 15 million to SKr 870 million, and their deposits 
from SKr 7 million to SKr 975 million. 


Source: Svenska Dagbladet, Stockholm, Sweden, Au- 
gust 12, 1958. 


Austria's Balance of Payments 

Austria’s surplus ($8.2 million) on goods and serv- 
ices account in the first half of 1958 was larger than 
in the first half of 1957 ($0.1 million). Imports 
declined from $554.3 million in the first half of 1957 
to $528.8 million in the first half of 1958, and exports 
(including $22.1 million worth of compensation deliv- 
eries to the Soviet Union) fell from $497.8 million to 
$468.3 million. The trade deficit was thereby raised 
from $56.5 million to $60.5 million, but it was more 
than covered by the surplus on services account, which 
—mainly as a result of larger receipts from tourism— 
rose to $68.7 million, from $56.6 million in the first 
half of 1957. Net capital inflow increased from $24.3 
million to $27.7 million. As a result of these various 
developments (including changes in unrecorded trans- 
actions ), Austria’s over-all balance of payments showed 


a net increase of $17.5 million in foreign assets, com- 
pared with a net increase of $29.2 million in the first 
half of 1957. 

Continuance of the favorable balance of payments 
position in July and August (the main tourist season) 
is indicated by the increase in gold and foreign exchange 
holdings of the Austrian National Bank, from $524 
million at the end of June to $603 million at the end 
of August. 


Sources: Osterreichische Nationalbank, Mitteilungen, 
August 1958, and Wochenausweis, Au- 
gust 31, 1958, Vienna, Austria. 


Middle East 


Egypt's Exchange and Cotton Policies 

Effective September 1, 1958, the Egyptian authori- 
ties further reduced the premium on free foreign 
exchange to 17.6 per cent, equal to a discount of 15 per 
cent on the Egyptian pound (see this News Survey, 
Vol. X, pp. 310 and 397). This change is related to 
the Government’s cotton policy for the new marketing 
season, which started September 1. 

A statement by the Government on its policy for the 
new cotton season contains two features. One is that 
the minimum support prices at which the Government 
buys cotton offered to it are to remain the same as at 
the beginning of the last three cotton seasons, i.e., 69 
talaris per kantar of long-staple cotton (Karnak G/FG) 
and 55 talaris per kantar of medium-staple (Ashmouni 
G) (1 talari=LE 0.20; 1 kantar—99.05 pounds). 
These prices, however, are below the support prices 
fixed in March 1958 for cotton to be delivered to the 
Government at the close of the 1957-58 season (see 
this News Survey, Vol. X, p. 317). The second feature 
is a reducton by four talaris, to LE 1.45 per kantar, of 
the export tax on long-staple cotton; this tax had been 
reduced last March from LE 2.75 to LE 2.25 per 
kantar. 

According to the Egyptian authorities, this reduction 
in the export tax on long-staple cotton and the great 
effect that cotton prices have on the external value of 
the Egyptian pound have made possible the reduction 
in the discount on the Egyptian pound. No change 
was made in the export tax for medium-staple cotton, 
since this tax is considered very low and the market 
position of medium-staple cotton is strong. The pur- 
poses of the maintenance of the support prices are to 
guarantee remunerative prices for producers and to 
provide for stable crop financing conditions from the 
points of view of producers, merchants, and bankers. 
The Government’s cotton policy continues to seek the 
maintenance of present markets and the opening of new 
markets for Egyptian cotton. 

A preliminary account of the 1957-58 cotton season 
indicates a carry-over of 1 million kantars at the begin- 
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ning of the season and a crop of 9.02 million kantars. 
About 5.70 million kantars were exported and 2.12 
million kantars consumed by local mills. Thus the 
carry-over at the end of the season is estimated at 2.20 
million kantars, including stocks with the Egyptian 
Cotton Commission (ECC). 

Beginning September 1, 1958 the ECC started ac- 
cepting deliveries of carry-over cotton at the support 
prices announced last March. It is estimated that 
700,000 kantars of long-staple cotton, valued at about 
LE 11 million, will be turned over to the ECC. 


Sources: Al Ahram, Cairo, Egypt, September 1, 3, and 
5, 1958. 


Economic Developments in Yemen 

A decree setting up a Central Monetary Authority for 
Yemen has been issued recently by the Yemeni Govern- 
ment in accordance with the provisions of legislation 
approved by the Supreme Council of the United Arab 
States (see this News Survey, Vol. X, p. 300). 

The implementation of the Yemen-China (Mainland) 
economic assistance agreement of January 1958 will 
start soon with the construction of a tannery, a canned 
fish factory, a textile mill, and a 100-mile asphalt road 
linking Sanaa, the old capital city, to the port of Hodeida 
on the Red Sea. It is reported that two oil discoveries 
have been made so far in the neighborhood of Hodeida, 
and a Czechoslovak mission of oil experts has been 
sent to Yemen to conduct tests and carry on further 
drilling. At present, there are no oil concessions in 
Yemen, but some Italian companies have submitted 
offers to conclude concession agreements which would 
allow the Yemeni Government an over-all share of 75 
per cent of the profits. 


Source: Middle East Economic Digest, London, Eng- 
land, September 5, 1958. 


Bond Issues in Israel in 1957 

The nominal value of new securities issued in Israel 
in 1957 was 1I£60.9 million, compared with I£45.9 
million in 1956. Only government bonds or government- 
guaranteed bonds were placed with the public in 1957, 
and industry and business did not resort to the stock 
market for finance. Most of the new issues were linked 
either to the U.S. dollar exchange rate or to the con- 
sumer price index. 

Whereas in the years 1955 and 1956 two thirds of 
the new issues were linked to the consumer price index, 
there was an evident trend in favor of the link to the 
dollar exchange rate in 1957. Sixty per cent of all 
interest-bearing bonds of the Defense and Immigrant 
Housing Loans and 74 per cent of the bearer bonds 
(purchased mainly by investors in the higher income 
brackets) were linked to the dollar. It would seem that 
this trend reflected not only investors’ expectations as 


to the exchange rate of the Israel pound; it also 
expressed doubts whether the rise of the general price 
level was fully reflected in the consumer price index. 

The new securities issued in 1957 included three 
series of savings bearer bonds (Immigrant Housing 
Savings Loan, 1957), which represented an innovation 
among government securities offerings. These new secu- 
rities are unlinked bonds, redeemable five years after 
their date of issue. They may, however, be returned 
to the Administration of State Loans before maturity, 
or surrendered at their par value, plus compound inter- 
est accumulated from the date of issue, to the Treasury 
in settlement of taxes or for other compulsory pay- 
ments. The average interest rate varies between 3 per 
cent per annum after six months and about 6 per cent 
at the end of the fifth year. The income from these 
savings bonds is tax free and need not be included in 
income tax returns. An unusually liquid type of asset, 
these bonds were soon regarded as short-dated instru- 
ments, even if this was not the legislators’ intention. 
Offers came mainly from recipients of personal restitu- 
tion payments from Germany who had received them 
as a premium on foreign exchange sold to the Treasury. 
(A 20 per cent premium was granted from July 1957 
on the sale of specified foreign currencies by recipients 
of capital transfers from abroad, such as inheritances, 
legacies, personal restitution payments, etc.; this pre- 
mium was accorded in the form of government bonds. ) 
During the second half of 1957, recipients of such 
transfers (mostly personal restitution payments from 
Germany) were assigned securities to the nominal value 
of 1£8.6 million. Toward the end of 1957, trading in 
these securities became rather brisk, and the premises 
for a short-term securities market were thus set. 


Source: Bank of Israel, Annual Report 1957, Jeru- 
salem, Israel, May 1958. 


Budget of Syrian Region of U.A.R. 

The ordinary budget estimates for the fiscal year 
1958-59 (July-June) for the Syrian Region of the 
United Arab Republic indicate expenditures of LS 461 
million; for the period January-June 1958, the alloca- 
tion was LS 216.4 million, and in 1957 it was LS 415 
million. The 1958-59 budget is expected to show a 
deficit which will be filled by an allocation equivalent to 
LS 25 million in the budget of the Egyptian Region 
(see this News Survey, Vol. XI, p. 61). Under the 
extraordinary budget, expenditures are estimated at 
LS 47 million; they will be met by an allocation of 
LS 26 million from the ordinary budget and LS 21 
million from reserve funds. The economic develop- 
ment budget, totaling LS 80 million, is to be financed 
by an allocation of LS 65 million from public loan 
funds and LS 15 million from proceeds of a loan from 
the U.S.S.R. 





INTERNATIONAL FINANCIAL News Survey, September 19, 1958 93 


Among the most important development projects to 
be implemented in the coming year are completion of 
the Ghab draining and irrigation scheme, including con- 
struction of the Rastan dam, completion of the Homs 
oil refinery, the Euphrates and Khabur basin irrigation 
schemes, opening of new roads and widening of existing 
roads, and studies of the new railway network. 
Source: Middle East Economic Digest, London, Eng- 

land, August 22, 1958. 


Far East 


Annual Report of the Reserve Bank of India 

According to the annual report of the Central Board 
of Directors of the Reserve Bank of India, the economic 
situation in India during the year ended June 30, 1958 
was characterized by an accentuation of the stresses 
which have developed since the Second Five-Year Plan 
was inaugurated in April 1956, and also by signs of a 
slackening of activity in certain sectors. A large balance 
of payments deficit continued during the year, and the 
country’s foreign assets fell by Rs 2.42 billion (US$508 
million). Domestic prices, which had declined after 
August 1957, roe> again from February 1958, especial- 
ly prices of foodgrains, owing mainly to a reduction in 
output. The output of rice in 1957-58 is estimated at 
24.8 million tons, 3.5 million tons less than in 1956-57. 
At the same time, the rate of growth of industrial pro- 
duction declined; there was also an accumulation of 
stocks in some industries, particularly cotton textiles. 
The slowing down of industrial output was due partly 
to the fact that unutilized capacity had largely dis- 
appeared while additions to plant and machinery were 
also smaller, and partly to cuts in imports of raw mate- 
rials and component parts. A rising trend of national 
income in real terms was maintained during the period 
from 1949-50 to 1956-57, but the rise in 1957-58, if 
any, was probably small. 

Monetary conditions were easy throughout most of 
1957-58, in contrast to the acute stringency of 1956-57. 
There was a perceptible slackening in the rate of growth 
of the money supply, despite the fact that the budgetary 
deficit was much larger than in 1956-57; the balance 
of payments deficit was the main offsetting factor. 
There was also a contraction of Rs 160 million in bank 
credit during the year, against an expansion of Rs 1.61 
billion in the previous year. Time deposits rose sharply, 
owing partly to the accrual with banks of U.S. Govern- 
ment rupee funds arising from payments for foodgrains 
imported under U.S. Public Law 480, and partly to a 
shift from demand to time deposits as a consequence 
of higher interest rates. Aggregate deposits increased, 
mainly because of the large increase in deficit financing. 
Credit policy continued to be one of general restraint. 

With the rising tempo of Plan outlay, which is 
placed at Rs 8.61 billion in the financial year ended 


March 1958, compared with the actual outlay of Rs 6.35 
billion in 1956-57, the budgetary deficit of the Central 
and State Governments, as reflected in a decline in 
cash balances and a rise in the floating debt, increased 
from Rs 2.50 billion in 1956-57 to Rs 5.00 billion in 
1957-58. While tax revenues were higher, loan receipts 
fell. Plan outlay is estimated at Rs 9.60 billion for 
1958-59, but the budget deficit is placed at Rs 2.20 
billion in view of the expected rise in loans, small sav- 
ings, and foreign assistance. Net domestic borrowings 
of the Central and State Governments in 1957-58 were 
Rs 710 million, compared with Rs 1.41 billion in 
1956-57; however, in addition there were substantial 
sales of government securities from the Reserve Bank’s 
portfolio. Market borrowings in 1958-59 are expected 
to be much larger than in either 1956-57 or 1957-58. 
Net small savings receipts amounted to Rs 690 million 
in 1957-58, compared with the budget estimate for 
the year of Rs 800 million and actual receipts of 
Rs 620 million in 1956-57. Since the beginning of 
1958, marked improvement in such savings had been 
recorded. 

The rate of decline of foreign exchange reserves 
eased after October 1957, but it worsened again during 
April-June 1958, partly as a consequence of reduced 
export earnings. The average weekly rate of decline 
of reserves was as follows: July-September 1957, Rs 79 
million; October-December 1957, Rs 46 million; 
January-March 1958, Rs 20 million; April-June 1958, 
Rs 41 million. The fall in the foreign assets of the 
Reserve Bank amounted to Rs 2.42 billion ($508 mil- 
lion) during the year, against Rs 2.30 billion in 1956-57. 
At the end of June 1958, reserves, including gold, 
amounted to Rs 3.72 billion ($781 million). 

During July 1957-March 1958, the period for which 
detailed data are available, there was a current account 
deficit of Rs 3.01 billion ($632 million), compared with 
a deficit of Rs 2.60 billion ($546 million) in the corre- 
sponding period of 1956-57. The deficit in 1957-58 
was spread over all the principal currency areas. 
Although imports on government account increased 
sharply, there was an almost equal decline in com- 
mercial imports; however, receipts from exports and 
invisibles were lower than in the previous year. The 
major fall in exports was in tea, owing to the earlier 
accumulation of excess stocks in the United Kingdom. 
The U.S. recession also affected Indian exports. 

In discussing prospects, the Report observes that 
the central issue is one of resources for economic devel- 
opment, that is, stepping up the rate of domestic savings 
to match the higher rate of investment. A satisfactory 
increase in food production is a basic requirement. 
“During a phase when the balance of payments situa- 
tion will remain a source of grave concern, the tenor 
of monetary and credit policy would have to be absorp- 
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tion of the available liquid assets for urgent financing 
of the Plan projects and maintenance of stringent con- 
trol on expansion of credit facilities in general.” 


Source: Reserve Bank of India, Report of the Central 
Board of Directors for the Year Ended 
June 30, 1958, Bombay, India, August 1958. 


Viel-Nam Government Loans to Rubber Growers 

The President of the Republic of Viet-Nam signed 
a decree on August 18 setting forth the eligibility 
requirements and the terms of loans to be granted to 
rubber growers during 1958. In order to be eligible 
for government loans, rubber growers must plan to 
rejuvenate or extend their plantations on land adjacent 
to existing plantations, soil conditions permitting (this 
requirement, however, may be waived for planters 
grouped into companies or cooperatives); the area 
developed or rejuvenated must equal at least 5 per 
cent cf the area under cultivation at the end of 1957, 
with a minimum of | hectare. Any planter owning 
more than 10 hectares may apply for loans. Those 
owning less than 100 hectares may apply for loans 
amounting to VN$5 per kilogram of rubber sold in 
1957, and planters owning more than 100 hectares 
may receive loans equal to VN$3 per kilogram of rub- 
ber sold during 1957. The loans will be disbursed over 
a three-year period—60 per cent in 1958, 30 per cent 
in 1959, and 10 per cent in 1960. 

The interest rate is fixed at 2 per cent per annum, 
from the date the loans are made. Repayments are to 
be made over a five-year period starting the ninth year 
following receipt of the first loan. In addition, the bor- 
rower must pay to the National Agricultural Credit 
Office, the agency in charge of the rubber development 
loan program, an amount equal to 0.25 per cent of 
the loan received, to aid in payment of administrative 
expenses. The borrower must also post a VN$2,000 
collateral at the time of applying for a loan. 


Source: L’Information du Viet-Nam Economique et 


Financiére, Saigon, Viet-Nam, August 21, 
1958. 


Bank of Japan's Discount Rate 


The Bank of Japan lowered its basic discount rate 
on September 5 to 7.3 per cent, from 7.665 per cent, 
the rate established on June 18 (see this News Survey, 
Vol. X, p. 398). The Minister of Finance stated that 
the movement was intended primarily to encourage 
export business, which has been sagging in recent 
months. 

Source: The Journal of Commerce, New York, N.Y., 
September 5, 1958. 


United States and Canada 
U.S. Business Conditions 


Recovery in economic activity in the United States 
continued in August. The index of industrial produc- 
tion, seasonally adjusted, rose by 2 per cent, to 137 
per cent of the 1947-49 average. Thus, by August, 
production had recovered more than half the decrease 
that had occurred from August 1957 to the low point 
in April 1958. Production increases since last spring 
have been widespread and have included increases in 
capital equipment industries. The rise in capital equip- 
ment industries contrasts with continued declines after 
the total production index had reached its low in the 
two earlier postwar recessions. 

New construction activity rose further in August, 
to a seasonally adjusted annual rate of $49 billion. 
This was due largely to private residential construction, 
where housing starts were at a rate of 1,170,000, the 
largest since January 1956. Employment, after allow- 
ance for seasonal changes, continued to rise slowly in 
August, to 50.5 million persons, which was about 
500,000 above the low figure for April. The Federal 
Reserve Banks of Kansas City, Chicago, Minneapolis, 
New York, Cleveland, Richmond, and St. Louis 
increased their rediscount rates from 1% per cent to 
2 per cent, raising to 10 the number of Reserve Banks 
which have taken such action. The rise in the redis- 
count rate at the New York Bank was quickly reflected 


INTERNATIONAL RESERVES AND LIQUIDITY 


The International Monetary Fund has published a 
study on International Reserves and Liquidity which has 
been distributed to the Governments of its 67 member 
countries. The study was prepared in view of the interest 
shown in this subject by several member countries in 
the course of 1957 and particularly at the Annual Meet- 
ing in September 1957. It has been issued as a staff 
document and therefore does not necessarily represent the 
views of the Fund’s Board of Executive Directors. 

In a foreword, Mr. Per Jacobsson, Managing Director 
of the Fund, states that “an attempt has been made to 
review present problems in the light of past experience. 
The study takes account of very recent developments, 
and it has therefore fortunately been possible to consider 
the implications for international liquidity both of the 
extreme boom conditions of 1956-57 and of the subse- 
quent recession. The consideration of the problem for 
the future has thus benefited from very recent experi- 
ence in contrasting economic conditions.” 

The study is available without charge. 
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in an increase, from 3% per cent to 4 per cent, in the 
New York commercial bank prime rate. 


Sources: Board of Governors of the Federal Reserve 
System, Press Release, Washington, D.C., 
September 12, 1958; The Journal of Com- 
merce, September 12, 1958, and The Wall 
Street Journal, September 15, 1958, New 
York, N.Y. 


U.S. Crop Production 


The U.S. Department of Agriculture has reported, 
on the basis of conditions on September 1, that 1958 
crop production will set a new record. The production 
index is expected to reach 116 per cent of the 1947-49 
average, which would be 10 per cent above the former 
record reached in 1948 and equaled in 1956 and 1957. 
Favoraile weather and continued improvement in farm- 
ing techniques are responsible for the large increase, 
despite sharply reduced acreage under production 
restrictions. Yields per acre are expected to be about 
12 per cent above 1957. Output of corn is expected to 
match the record set in 1948, and output of grain 
sorghums will be slightly above the 1957 record output. 
Cotton output is expected to be 10 per cent higher than 
last year and wheat, at a new record, will be more than 
50 per cent higher. The production prospect is expected 
to be reflected in large surpluses and virtually assures 
a substantial growth in government inventories. 


Source: The Wall Street Journal, New York, N.Y.. 
September 11, 1958. 


U.S. Budget 

The deficit in the U.S. Federal budget for the year 
ending June 30, 1959 is now estimated at $12.2 billion; 
this compares with an estimate made in January of a 
surplus of $500 million. Estimated revenues have 
dropped sharply as a result of the recession, and pro- 
spective expenditures have risen. If realized, the 
prospective deficit and expenditures would be peace- 
time records. 

Revenues are now estimated at $67 billion, more 
than $7 billion under the January estimate, and expendi- 
tures are expected to rise to $79 billion, a $5 billion 
increase. The largest increase in estimated expenditures 
($1.9 billion) is accounted for by farm programs; price 
support payments are higher than originally estimated 
for wheat and feedgrains because of the bumper 1958 
crop. Soil bank payments and grants to states for 
school lunches will also be larger. An increase of $1 
billion in defense expenditures is accounted for by 
greater procurement of aircraft, nuclear-powered ships 
and missiles, larger expenditures on military research 
and construction, and higher military pay. Pay increases 
for federal civilian personnel will add about $700 mil- 
lion to the budget estimate. Government purchases of 


housing mortgages are expected to rise by $1 billion. 

Higher expenditures are also expected for unemploy- 

ment compensation and the postal deficit. 

Source: The Wall Street Journal, New York, N.Y., 
September 12, 1958. 


Canadian Dollar Exchange Rate 

The premium on the Canadian dollar in terms of 
the U.S. dollar continued to drop below 2 cents in 
early September as favorable U.S. short-term interest 
rates, particularly those on Treasury bills, attracted 
more short-term funds across the border. On Septem- 
ber 10, the Canadian dollar was quoted at US$1.0184, 
but it recovered to US$1.0244 on September 12. Ac- 
celerating the downturn was short selling by U.S. com- 
mercial banks and the tendency of many Canadian 
exporters or long-term borrowers of U.S. funds to 
hold off the exchange market until the premium was 
cut, so as to convert U.S. dollars into Canadian cur- 
rency at as small a premium as possible. While there 
is still a spread between short-term interest rates in the 
United States and in Canada, the Canadian rates are 
recovering rapidly. Canada’s Treasury bill rate was 
1.94 per cent on September 11 compared with 0.87 
per cent on July 31, and the discount rate rose corre- 
spondingly to 2.19 per cent. 
Sources: The Journal of Commerce, New York, N.Y.., 

September 11 and 15, 1958. 


Canada’s Foreign Trade 


Canada’s imports in July were 10 per cent less than 
in July 1957, and exports fell by 6 per cent. For the 
first seven months of this year, imports totaled $3 billion, 
11 per cent less than a year earlier; exports in the same 
period amounted to $2.8 billion, 1 per cent higher 
than in the corresponding period of 1957. The trade 
deficit therefore decreased from $600 million to $200 
million. 

The rate of decrease for imports from the United 
States in July was greater than the rate for total im- 
ports; the seven months’ total was about 14 per cent 
less than in 1957. Exports to the United States in July, 
and also in the seven-month period, were 2 per cent 
below those in the corresponding period a year earlier. 
The import balance with the United States fell to less 
than $500 million in the seven months, about two 
thirds of the deficit in the first seven months of 1957. 
With exports to the United Kingdom rising somewhat 
more than imports, the traditional trade surplus with 
that country rose slightly in the seven-month period. 
The export surplus with other Commonwealth countries 
also increased. In trade with the rest of the world, 
however, the surplus fell somewhat. 


Source: Dominion Bureau of Statistics, Daily Bulletin, 
Ottawa, Canada, September 5, 1958. 
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Latin America 


Export-Import Bank Credit to Peru 


The Export-Import Bank of Washington has granted 
a credit of $40 million to the Central Reserve Bank of 
Peru, to assist Peru in maintaining essential imports 
from the United States during the remainder of 1958 
and in 1959. Repayment will be in ten semiannual 
installments, beginning in 1962, with interest at 5 
per cent per annum. 

The Minister of Finance of Peru has requested im- 
mediate ratification of the loan conditions from the 
Peruvian legislature. The total currency proceeds from 
the sale of the foreign exchange provided by the credit 
will be deposited by the central bank in a special 
account to be used exclusively for the subsequent serv- 
icing of the credit. If this operation yields a positive 
balance, the surplus will be offered against the Treas- 
ury’s outstanding debt with the central bank. 

There are no exchange controls or restrictive im- 
port quotas in Peru. Foreign exchange receipts de- 
clined in the past year, owing to falling world prices, 
while imports continued unchanged. Reserves fell from 
$10.6 million at the beginning of the year to $4.7 
million by the end of July, and the sol depreciated by 
more than 25 percent. Peru has undertaken a program 
of fiscal and credit measures to stabilize the external and 
internal value of its currency. 


Sources: Export-Import Bank of Washington, Press 
Release, Washington, D.C., September 9, 
1958; Banco Continental, News Letter, Lima, 
Peru, September 10, 1958. 


Other Countries 


Marginal Gold Mines in South Africa 

The South African Minister of Mines has stated in 
reply to questions in Parliament that the committee 
that investigated the position of the so-called marginal 
gold mines in the Witwatersrand had submitted its 
report to the Government. No mine had been officially 
classified as “marginal,” but the Department of Mines 
regarded 14 mines as such. The number of Europeans 
and natives employed by these mines constituted 22.68 
per cent and 25.48 per cent, respectively, of the total 
labor force of the gold mining industry. The gold 
output of the 14 mines was valued at £SA 37,079,229 
in 1957, or 17.44 per cent of the total output of the 
gold mining industry. The 14 mines paid wages total- 
ing £11.4 million to Europeans and £4.4 million to 
natives. A total of £13.9 million was spent on South 
African produce and materials and £1.2 million on 
imported machinery, equipment, and materials. 

The problem of the marginal gold mines was dis- 
cussed at a round table conference during the second 


half of 1957, when a number of measures of relief were 
suggested. These suggestions were followed without 
delay, but it appeared that there was not much that 
could be done to prolong the lives of these mines mate- 
rially. However, a scheme is being investigated which, 
if it can be introduced, should ease the impact of levies 
for pneumoconiosis. The Minister stated that the Gov- 
ernment could not do much to promote the establish- 
ment of industries within the municipal areas of towns 
likely to be affected by the closing of marginal gold 
mines, but that the local authorities were doing every- 
thing in their power to encourage such a movement. 


Source: The Star, Johannesburg, South Africa, July 18, 
1958. 


German Investment in South Africa 


The Deutsche Bank has made an arrangement with 
the Anglo-American Corporation of South Africa and 
with De Beers according to which the Bank will grant 
a loan of DM 50 million to the Corporation against the 
issue of 50,000 5% per cent bearer DM 1,000 bonds 
which will be offered by the Bank to the German public. 
The bonds will be exchangeable against ordinary shares 
(one bond to ten shares) up to September 30, 1963; 
the bonds that are not exchanged will be paid off 
between 1964 and 1973. The issue is expected to be 
at par. 

From the proceeds of this loan the Corporation will 
lend De Beers £4,200,000 to facilitate the acquisition 
of 50 per cent of the share capital of Williamson 
Diamonds. The cost to De Beers will be about 
£2,800,000, and De Beers will also, in effect, make a 
loan of £1,300,000 to the Government of Tanganyika, 
which will hold the other half of Williamson’s capital. 
This is the first foreign industrial loan raised on the 
German capital market since 1914. 


Sources: The Times, London, England, September 4, 
1958; Neue Ziircher Zeitung, Ziirich, Swit- 
zerland, September 9, 1958. 


International Financial News Survey, written by mem- 
bers of the staff of the Fund, is based on material 
published in newspapers, periodicals, official documents, 
and other publications as cited at the end of each note. 
Explanatory material may be added, but no Fund 
editorial comment or opinion. Therefore any views 
expressed are taken from the sources quoted and are not 
necessarily those of the Fund. 

The News Survey is published weekly, except in the 
Christmas and New Year weeks. It may be obtained free 
of charge by applying to 
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